The level of household debt in Malaysia may in turn cause another financial crisis as it is at worrying stage. Therefore, the aims of this study is to identify the relationship between household debt and its determinants as well as to determine the most significant factor that affect the household debt. The mode of empirical investigation is Ordinary Least Square Method with the multiple regressions which are applied to monthly time series data spanning from 2012 to 2016 for four variables such as Interest Rate, Inflation, Unemployment Rate and Consumption. Data collected from Eikon Thomson Reuters and Monthly Statistical Bulletin. The study implies that interest rate, unemployment rate and consumption are positive and significantly related with household debt whereas the result illustrates an insignificant yet positive relationship between inflation and household debt. As a conclusion, these findings bear important implications for Malaysian policymakers.
Introduction
Household debt is defined as household that requires payment or payments of interest or principal to the creditor at a date or dates in the future for all the liabilities. Households borrow for several reasons such as need a long period of saving and deferred consumption by borrowing to purchase a home. Therefore, debt can make resource allocation more efficient and improve living standards by bringing forward consumption and investment.
Despite from that, an increase in household borrowing shows serious matter because it does not always good for individual household or for the sector as whole. Then, according to the experience in a number of countries during the global financial crisis, the risk of financial crises and economic instability can materially increase as level of 2nd ICIEBP household debt increase. High private debt can have a big negative impact on macroeconomic performance and stability. The ability of households to smooth consumption and effects investment of corporations will be barrier.
In a nut shell, understanding the effect of household indebtedness on the sensitivity of aggregate expenditure to shock is relevant not only for macroeconomic stability but also for financial stability. Households need to find any initiative in order to cope with the problem before it getting worse. For example, households learn how to manage their debt wisely according to their ability and income to make any loans. Thus, household debt can be stand at stable stage and manageable.
Literature Review

Household debt
The increasing household debt has attracted the attention of economic analysts, academicians and policy makers to investigate about the household debt in more details.
Besides that it will gives a negative impact and creates vulnerabilities to the financial stability when the level of household debt is high (Charpe & Flaschel, 2013) . In other perspective, many researchers study on the household debt were using differing in terms of countries. Some researches studies in the case of Malaysia (Hafizah DOI 
Inflation rate
Inflation refers to the rate at which the general level of prices for goods and services is rising hence the purchasing power of currency is falling. This variable has been seen Furthermore, inflation has positive and significant in influencing household debt which is supported only by Mutezo (2014) . The reason is when interest rate is being cleverly controlled by the reserve bank in the event of inflation going up, South Africa households will be burdened by debts that they will not be able to pay.
Contradict with the study above, inflation also can be negative and significant related to the household debt (Meng et. Al, 2013 and Catherine et. al, 2016) . They argued that higher inflation would reduce the household's ability to borrow. With regard to borrowing, inflation will devalue the debt, providing a strong stimulus for households to borrow.
Then inflation also can be found insignificantly related to the household debt.
Nomatye and Phiri (2017) applied that inflation have insignificantly relationship with the household debt by investigating the macroeconomic determinants of household debt in South Africa. Other study done by Zimunya and Raboloko (2015) also stated that inflation is insignificantly related to the household debt. By adding the inflation premium to real interest rates, the tendency of inflation to stimulate demand for credit is cancelled out by the increase in the nominal interest rates hence the net effect of inflation is not significant (Zimunya & Raboloko, 2015) . 
Unemployment rate
Consumption
Consumption also is one of the factors that affect on household debt done by 
Methodology
The dependent variable for this study is Household Debt (HD) and the independent vari- 
Correlation analysis
Correlation is statistical measure that indicates the extent to which to two or more variables fluctuate together. A positive correlation indicates the extent to which does variables increase or decrease in parallel. A negative correlation indicates the extent to which one variables increase as the other decrease. Generally, correlation among independent variables is not a serious problem as the result shown is less than 0.8.
Based on the Table 1 , it reveals that all independent variables (IR, INF, UR, and LCONS) have positive correlated with the dependent variable (HD). It shows that when household debt is increasing, all the independent variables also increasing and vice versa.
Correlation analysis also can be used to detect multicollinearity problem. The result reveals that there is no multicollinearity problem as the number correlation for all variables are less than 0.8. Note: ***, **, * denotes the significance level of variables at 1%, 5% and 10% respectively.
Regression model
Based on the result in Table 2 , R-squared for this study is 0.8786 and it revealed that 87.86% of the variation in dependent variable (household debt) can be explained by all independent variables (interest rate, inflation, unemployment rate and consumption).
Only 12.14% cannot be explained. From this study, F-statistic is above than the F-critical which is 99.48 where it is higher than four is significant at 1% significance level. Thus it showed that the independent variables as a whole are statistically significant in influencing dependent variables. The result from this study of the Durbin Watson is 1.53 and it is not between the rule of thumb which is between the ranges of 1.8 -2.2.
Thus, autocorrelation problem exists. debt. They implying that default on payments will occur as borrowers will find it difficult to maintain their mortgage payments during periods of unemployment.
Other than that, the consumption also has parallel relationship like interest rate and unemployment rate where it has positive and significant relationship with the household debt. This is also the same result as expected sign. It can be seen by 1 million increase in consumption will increase by 9.14 units of household debt. The outcome for this study is matched and can be supported by Meniago et. al (2013) and Zimunya and Raboloko (2015) . Therefore, those studies found that the greater the consumption, the greater the household debt. According to that, this will encourage households to borrow more and in response household debt to increase. Meanwhile, there are inconsistent results from this study which are done by Nurulhuda (2015) , Catherine et. al (2016) and Nomatye and Phiri (2017) . They indicated that the higher the consumption, the lower the household debt because they found that when households are facing difficulties, they need to reduce consumption and some may lead to use debt.
This result also shows that there is a positive relationship between inflation and household debt in Malaysia, but this relationship was shown to be statistically insignificant. As the inflation increase by 1 percent, household debt will increase by 0.27 units which also can be obtained from the positive coefficient. This result has been approved by the study done by Nomatye and Phiri (2017) and Zimunya and Raboloko (2015) . The 2nd ICIEBP reason is when interest rate is being cleverly controlled by the reserve bank in the event of inflation going up, South Africa households will be burdened by debts that they will not be able to pay. Both studies had agreed that inflation has insignificant relationship with household debt which is contradict with the expected sign. On the other hand, according to Meng et. al (2013) and Catherine et. al (2016) were found that inflation has negative relationship in influencing household debt. This is because when face of high inflation, fewer funds is lent and household debt will decrease.
Last but not least, all of the variables were found to be important in explaining household debt in Malaysia except only for inflation which shown not significant. Interest rate, unemployment rate and consumption have positive and significant relationship household debt while inflation was found to have positive and insignificant relationship with household debt. In this study also shows that consumption is the most significant factor that influencing the household debt due to the highest T-statistic value of 7.2411 as compared to other factors.
Conclusion
As a conclusion, this paper studies about the determinants of household debt in Malaysia Moreover, the aims of this study are to identify the relationship between household debt and its determinants and to determine the most significant factors that affect the household debt. The selected macroeconomic variables are interest rate, inflation, unemployment rate and consumption.
According to the findings obtained in this study, the objectives for this study have been achieved and it is able to answer all research questions provided. The result obtained that interest rate, unemployment rate and consumption has positive and significant relationship with household debt at 1% significant level. Meanwhile, positive and insignificant relationship with household debt is shows by inflation. The interest rate, unemployment rate and consumption are matching with the expected result while only inflation is contradicted with the expected. Besides that, this study has proved that the consumption is the most significant variable in influencing the household debt as compared to the other variables. This is because the value of t-statistic shows the highest value which is 7.2411.
Overall, this study also done to investigate the relationship between dependent variable and independent variable as well as to identify the most significant factors affect on household debt. All variables such as interest rate, unemployment rate and consumption have been proved that it has positive and significant relationship with 
